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The Government of Peru has consulted with the Fund 
regarding measures to restore Peru’s international pay- 
ments position. The measures included in the new plan 
are the creation of a surcharge on imports of nonessen- 
tial and luxury goods to reduce the demand for for- 
eign exchange and to secure revenue to repay the 
Government’s debt to the Central Bank. Exporters will 
be given a higher return, and therefore an expansion of 
exports will be encouraged. 


EUROPE 


Trade Between Western and Eastern Europe 


The U.N. Economic Commission for Europe (ECE) 
published, at the end of August, a survey dealing with 
the problems of European economic cooperation. The 
countries of Europe were divided into two groups: (1) 
those with highly developed industries and (2) those still 
in the process of industrial development. The first group 
is roughly identical with western Europe and includes 
Great Britain, France, the Benelux countries, the Scan- 
dinavian countries, Italy, and Germany. The second 
group includes the Soviet Union, Czechoslovakia, Po- 
land, Yugoslavia, Hungary, Rumania, Bulgaria, and 
Finland. According to ECE the main problem of the 
western group is the large deficit in its balance of pay- 
ments, especially with the dollar area; and the major 
problem of the eastern group is that of achieving in- 
dustrialization as rapidly as possible. Therefore, the 
twin objectives of a reduced dependence on overseas 
supplies for food and raw materials and the optimum 
development of European resources could best be at- 
tained by an intensification of trade between western 
and eastern Europe. 

In 1947, western Europe imported from eastern 
Europe less than 10 per cent of the prewar volume of 
grain, meat, and other foodstuffs, while petroleum im- 
ports dropped to 17 per cent and timber imports to 40 
per cent of the prewar level. Exports of machinery from 
western to eastern Europe were only 33 per cent of the 
prewar level. Even if adjustments are made for the elimi- 
nation of Germany as the principal trading partner on 
the European Continent, it appears that East-West trade 
in Europe has decreased to less than half the prewar 


volume. 
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Peru and Fund Agree on a New Exchange Plan 









September 9, 1948 


The plan will add to the number of presently effective 
exchange rates in Peru. The Fund has approved the 
Peruvian proposals with the understanding that the Gov- 
ernment of Peru will make efforts to halt inflation, secure 
additional revenue from sources other than exchange 
taxes, and limit the expansion of bank credit. The new 
plan was approved in Peru, Tuesday, September 7. 
Source: International Monetary Fund, Press Release, 
Washington, D.C., September 7, 1948. 


In the opinion of ECE, exports from East to West 
could be fully restored within a few years if western 
Europe could expand exports of machinery and ferti- 
lizers to meet the requirements of eastern European 
countries. The industrially advanced countries of the 
West could thus play a vital part in the development of 
the eastern European countries, and at the same time 
find an outlet for their exports of manufactured goods, 
machinery, and equipment. The successful industrializa- 
tion of the eastern countries, on the other hand, would 
stimulate their import requirements, would help de- 
velop new sources of raw materials, and would materially 
assist food production, by the mechanization of eastern 
agriculture. This would form the basis for balanced trade 
relations between the two areas. 

Source: New York Herald Tribune, Paris, France, 
August 31, 1948. 


U.K.-Australian Food Contract 


The United Kingdom has arranged to purchase the 
Australian exportable surplus of butter and cheese each 
year until 1955, less small amounts to be diverted by 
agreement to other markets. As in the case of the con- 
tract concluded with New Zealand recently (see this 
News Survey, Vol. I, No. 6, August 5, 1948, p. 47), 
prices will be subject to annual review but will not be 
altered in any one year by more than 714 per cent in 
either direction. The sterling price of butter in 1948-49 
has risen by £1 10s. to £11 13s.6d. per cwt. f.o.b., and 
of cheese by 15s. to £6 11s.6d. 

Source: The Times, London, England, September 2, 1948. 


French Budgetary Appropriations 

Since detailed appropriation bills are voted periodi- 
cally and sometimes revised later, French budget esti- 
mates are subject to continuous revision. The budget for 





82 


1948 has not yet been completely approved by the Na- 
tional Assembly. 

On August 28, the Assembly passed a bill fixing extra- 
ordinary expenditures for the second half of 1948 at 
120 billion francs; 50 billion is for Electricite de 
France, 29 billion for Charbonnages de France, and 34 
billion for railroads. Actual expenditures for equipment 
in the first half-year totaled 80 billion francs. 

During the hearings, it was reported that a small 
deficit on current account is expected in 1948 for na- 
tionalized enterprises, notably Gaz de France. Electricite 
de France also will show a deficit because it has had to 
refund payments made at rates in excess of those estab- 
lished after January 1, 1948 and ordered retroactive 
to 1947. 

Source: Le Monde, Paris, France, August 28, 1948. 


French Prices Resume Advance in August 


After five months of stability, the index of retail prices 
in France rose nearly 10 per cent in August, to 1670 
(1938—100). The increase was due entirely to higher 
prices for food. Thus since February, when the index 
was 1319, an advance of more than 25 per cent has 
occurred. 

The rise between July and August in the wholesale 
price index amounted to 5 per cent. A 10 per cent 
increase in food prices reflected particularly higher 
prices for grains (20 to 35 per cent) and meat (10 to 
40 per cent). Industrial prices were stable; the readjust- 
ment because of devaluation occurred in April and May, 
while in July and August decrees forcing down some 
industrial prices (e.g., sulphuric acid, hides, and hemp) 
were enforced. 

Sources: Agence Economique et Financiere, Paris, 
France, August 2 and 3, 1948. 


Coal Supply in France 
If no major strike occurs before the end of 1948, 
French coal output for the year will reach 51 or 52 


million tons. This will equal about 99 per cent of the 
output forecast by the Commission du Bilan National in 
December 1947. Imports for the year are expected to 
be below those of 1947, chiefly because of a sharp reduc- 
tion in imports from the United States (anticipated im- 
ports of 4.7 million tons from June 1, 1948 to June 1, 
1949 against 12 million tons in 1947), which may not 
be completely offset by additional imports from the Saar, 
Poland, and the United Kingdom. 

Coal on hand at the end of 1948 and the beginning 
of 1949 may prove to be inadequate for the country’s 
needs. It now appears that the amount available at the 
end of 1948 will be 70 million tons, in contrast to the 
Commission’s forecast of 72 million tons. This was a 
minimum figure which led to limited allocations for non- 
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basic industries and to strict rationing of coal for heat- 
ing. Inadequate supplies of coal next winter will prob- 
ably affect home consumption more than industry. 

Source: Agence Economique et Financiere, 


France, August 27, 1948. 


Paris, 


Trade in Netherlands Securities in Paris 


Trade in Netherlands securities in Paris will probably 
be reopened shortly. It has been suspended since the end 
of the war to prevent trade in securities appropriated by 
Germans during the war, some of which are known to 
have entered France. 

The French Parliament is now considering a draft 
bill under which the Government will guarantee Nether- 
lands securities held by French citizens against possible 
claims of real owners. In this draft bill, the total value 
of French-held Netherlands securities is estimated at 
746 million guilders, of which 630 million guilders are 
Royal Dutch shares. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, August 25, 1948. 


Danish Foreign Trade 


Danish imports in the first half of 1948 amounted to 
DKr 1,494 million, compared with DKr 1,405 million in 
the same period last year; exports were DKr 1,288 mil- 
lion against DKr 1,012 million a year ago. Since the in- 
crease of exports was greater than that of imports, the 
import surplus dropped from DKr 393 million to 
DKr 206 million. 

While the 1948 imports of oil cakes, meal, and lump 
coal were 70 per cent larger than in the same period last 
year, they were still about 50 per cent smaller than in 
1938. The value of agricultural exports in the six-month 
period was about half the value estimated for the entire 
year. 

For the first seven months of this year, the volume of 
butter exports was 26 per cent larger than in the same 
period last year, and eggs showed an increase of 80 per 
cent. Egg exports have aready exceeded the total esti- 
mated for the year, and it is not improbable that the 
year’s actual exports will exceed half the annual prewar 
total. 

The trade, broken down as to countries, shows that 
in the first half of 1948 Denmark had an export surplus 
of DKr 123 million with the United Kingdom, against a 
deficit of DKr 48 million in the same period last year; and 
a surplus of DKr 23 million with Belgium, against a 
deficit of DKr 47 million last year. The trade deficit 
with the United States was still large: DKr 193 million 
compared with DKr 260 million a year ago. 

Sources: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 3-13, 1948. 
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Suspension of Danish Meat Exports 

Since farmers in Denmark are now holding cattle off 
the market in expectation of obtaining higher prices for 
heavier beef, all Danish meat exports have been sus- 
pended for the time being. Domestic rations have been 
cut drastically, but it is not certain that even these re- 
duced rations can be provided. 


Source: Neue Zuercher Zeitung, Zurich, Switzerland, 
August 30, 1948. 


Italian-French Properties Agreement 

An agreement, signed on November 29, 1947 by the 
French and Italian Governments and ratified by Italy 
last February, was ratified on August 21 by the French 
National Assembly. The agreement aims to settle all ques- 
tions connected with article 79 of the Peace Treaty. Ac- 
cording to this article, all Allied Powers are entitled to 
retain Italian properties located in their territories up 
to the value of war damages or other reparations which 
are claimed by them and not settled by virtue of other 
articles of the Peace Treaty. 

Under the Italian-French agreement now effective, the 
French Government gives up its right to retain Italian 
properties located in its territory, and all credits still 
outstanding as a result of commercial transactions under 
the Italian-French clearing agreements in force prior to 
September 3, 1943. It also gives up credits still out- 
standing and deriving from the Italian-French Protocol 
of October 27, 1939 and all commercial debts contracted 
by Italian troops while within French territory. 

The Italian Government agrees to pay to France a 
lump sum of 14 billion lire. This amount was deter- 
mined when the lira-dollar rate in Italy was 483 lire to 
1 dollar (average of the free rate during October 1947), 
and therefore it was equivalent to $28.9 million. Since 
payment actually made to France, although in lire, is to 
be equivalent to this dollar amount, it is possible that 
at the time of payment the lire total may differ from the 
14 million figure originally agreed on, as the lira-dollar 
rate is at present a fluctuating one. 

The agreement does not affect the properties purchased 


by Italy in France during the war and the stocks of the . 


Djibuti-Addis-Abeba Railroad owned by the Italian 
Government. 


Source: Le Monde, Paris, France, August 21, 1948. 


MIDDLE EAST 


Egypt Reopens Cotton Futures Market 
Alexandria’s cotton futures market is due to reopen 
this month. (See this News Survey, Vol. I, No. 3, July 
15, 1948, p. 20.) The Government will maintain a large 
degree of control over the market; in an emergency, it 
can close the market for an indefinite period, and price 
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fluctuations may not exceed 3 per cent of the closing 
price of the preceding business day. 

The possibility of the Alexandria market replacing the 
Liverpool market is hindered by the narrowness of the 
Egyptian market and by the exchange control difficul- 
ties that preclude the possibility of arbitrage. 

Sources: The Economist, London, England, July 31, 
1948; The Financial Times, London, England, 
August 26, 1948. 


Turkey Establishes Rates for Foreign Notes 


The spread between buying and selling rates for for- 
eign notes in Turkey has been fixed at 3 per cent of 
parity, by Decree No. 3/7727 of July 10, 1948, which 
supplements article 6 of Decree No. 13 of 1947 relating 
to the protection of the value of Turkish money. This 
article originally provided for only spot exchange trans- 
actions, with the spread fixed at one per cent of parity. 
Source: Official Journal No. 6964, Ankara, Turkey, 

July 22, 1948. 


Foreign Investment in Turkey 


Foreign investors in Turkey, particularly those from 
the United States, will be able in the future to arrange 
for either partial or complete transfer of income and 
assets of their enterprises, according to a recent an- 
nouncement of the Turkish Government. This policy 
which was originally incorporated in Decree No. 13 of 
May 22, 1947, relating to foreign exchange control in 
Turkey, is probably reiterated in connection with the 
ECA statement that the U.S. Government would provide 
dollar guarantees for the proceeds of American enter- 
prises invested in countries participating in the recovery 
program. 

Sources: Council of Ministers, Decree No. 13, Relating 
to Protection of the Value of Turkish Money, 
Ankara, Turkey, May 22, 1947; The Financial 
Times, London, England, August 26, 1948. 


Depression in Syria 

There are indications that the war and postwar boom 
in Syria is gradually coming to an end. Local industrial 
production, which had received a strong impetus during 
the war because of shortages of supplies and transpor- 
tation difficulties, is affected increasingly by large-scale 
imports of foreign goods at prices much lower than those 
on similar domestic goods. The textile industry in par- 
ticular is facing great difficulties and there are repeated 
requests for the control of textile imports. 
Source: Le Commerce du Levant, Beirut, Lebanon, July 

7, 1948. 


Lebanon Controls Franc Transfers 


Although the Franco-Lebanese Agreement of January 
1948 provides for the free transfer of French francs 
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from Lebanon, the Lebanese Government has lately asked 
authorized banks to stop temporarily all sales of French 
francs and to ask for authorization from the Exchange 
Control Office before any sale is effected. This step is 
reported to have been taken because Lebanon’s limited 
amount of released francs was being used freely for the 
importation of nonessential goods from the franc area; 
and because Syria which had not concluded a similar 
agreement with France was—as a result of the mainte- 
nance of the Syro-Lebanese Economic Union and the 
free movement of imports—able to benefit from Leba- 
non’s franc releases. 

Source: Le Commerce du Levant, Beirut, Lebanon, 

August 7, 1948. 


Repeal of Embargo on Iraq's Exports 

Early this year, the Iraqi exchange control authorities 
placed a partial embargo on the export against sterling 
of surplus Iraqi products—especially wool, hides, and 
skins—to neighboring countries and to Europe. At the 
same time efforts were made to encourage their export 
to hard currency countries. It is believed that the em- 
bargo was the result of reports that Iraq’s wool, hides, 
and skins were being exported in increasing amounts to 
neighboring countries and to Europe for resale at a 
substantial discount against dollars. 

The embargo was severely criticized by merchants in 
Iraq on the grounds that they had large commitments 
for export to the countries placed under the embargo, 
and that U.S. purchases in Iraq had declined sharply 
owing to the prevailing high prices in Iraq. This embargo 
has now been repealed and exports against soft cur- 
cencies have been resumed. 

Source: Baghdad Chamber of Commerce Journal, Bagh- 
dad, Iraq, March-April 1948. 


FAR EAST 


Agreement Between India and 
Western Germany 

A trade agreement between India and Western Ger- 
many for a period of twelve months provides that Indian 
farm produce and raw materials will be exchanged for 
German machinery and chemicals. 
Source: Government of India Information Services, Re- 


lease, Washington, D.C., August 25, 1948. 


Indian Investments in Burma 

Indian investment in real estate and businesses in 
Burma is estimated at Rs 300-400 million ($90.7—$120.9 
million), and the value of the 3 million acres of land 
owned by Indians in Burma at Rs 900 million ($272 
million). In addition, the Government of Burma’s debt 
to India stands at Rs 480 million ($145 million), which 
is the amount outstanding of the share of the total 
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Governmental debt allotted to Burma at the time of separa- 

tion in 1937. 

Sources: Indian Finance, Calcutta, India, April 24, 
1948; Explanatory Memorandum on the Bud- 
get, Ministry of Finance, New Delhi, India, 
1948. 


Readjustments of China’s Taxes 


As a result of the currency revision in China, tax 
revisions were announced in a Presidential mandate of 
August 26. The principal income tax revisions are as 
follows: (1) For business, the minimum income sub- 
ject to tax is GY$150, and the tax rates range from 5 
per cent on this minimum to 30 per cent on incomes 
up to GY$100,000. (2) The minimum income from rents 
which is subject to tax is fixed at GY$80 per year and 
the tax rate is fixed at 4 per cent. (3) For salaries and 
similiar earnings, no income tax is imposed on an annual 
income below GY$480 or an average monthly income 
below GY$40; the rates range from 1 per cent on the 
minimum to 4 per cent for amounts above GY$600 per 
month. (4) No income tax is imposed on temporary 
income below GY$40; for such income above GY$40, the 
rate is fixed at 10 per cent. The minimum inheritance 
subject to tax has been revised to GY$20,000; the tax 
rates range from 1 per cent on the minimum to 60 per 
cent on GY$2,000,000 and above. 


The new tax rate for salt is GY$8 per picul for table 
salt, GY$5.6 for rock salt, and GY$0.40 for salt used in 
preserving fish. Salt used for industrial and agricultural 
purposes is free of tax. 


The mandate also established a new 40 per cent sur- 
tax on import duties, called the rebellion-suppression 
surtax. Imports from countries under the Geneva inter- 
national tariff agreement are exempt from this surtax. 
Source: Chinese News Service, Press Release, New York, 

N.Y., August 31, 1948. 


Back Pay Granted Philippine 
Government Employees 
Employees of the Philippine Government will receive 
back pay for the period January 1, 1942 to February 2, 
1945 in accordance with provisions of a bill approved 
June 18, 1948. Verified claims will be paid in 10-year 
non-interest-bearing certificates which may be discounted 
only once, and are acceptable at par by the Government 
or its agencies in payment of personal debts to the Gov- 
ernment. It is estimated that thousands of Government 
employees will be affected by the measure, and that legiti- 
mate back-pay claims will amount to about 285,000,000 
pesos ($142,500,000). 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., August 21, 
1948, 
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UNITED STATES AND CANADA 


Report on U.S. Foreign Relief Program 


The amounts approved as of March 31, 1948, under 
the U.S. Foreign Relief Program (post-UNRRA aid), 
totaled $299,159,850, including ocean freight charges. 
Procurement had been initiated for over 99 per cent 
of the program and shipments made amounted to about 
92 per cent, just about ending the program. The coun- 
tries receiving the aid are as follows: 


Supply Procurement Shipments 
(in thousands of dollars) 


Austria 86,534 86,497 82,617 
China 45,162 43,339 27,478 
Greece 37,847 37,813 36,645 
Italy 117,042 117,042 116,450 
Trieste 12,575 12,120 11,069 

Total 299,160 296,811 274,259 


Offshore purchases through March 31 amounted to 
$19,472,500; the program called for total offshore pur- 
chases of $19,494,500. Coal from the Ruhr, Czechoslo- 
vakia, and Poland represented $12.2 million of total 
offshore purchases. 

The total appropriation under the Foreign Relief 
Program was $350 million; $49.8 million of this total 
was budgeted for purposes other than the country pro- 
grams (with $40 million allotted to the International 
Children’s Emergency Fund), and $1 million was trans- 
ferred to the Department of Agriculture for food and 
feed conservation. 


Source: Department of State, Third Report to Congress 
on the United States Foreign Relief Program, 
for the Quarter ended March 31, 1948, Wash- 
ington, D.C. 


ECA Grain Purchases to be Handied Privately 


The Economic Cooperation Administrator, Paul G. 
Hoffman, announced on September 1 that effective 
December 1, 1948 all sales of grain to ERP countries, 
except Bizone Germany, Austria, Greece, Trieste, and 
China, will be made directly by private suppliers in 
the United States. Grain is taken to include wheat, rye, 
corn, grain sorghums, oats, and barley. This action fol- 
lows the section in the Foreign Assistance Act of 1948 
which provides that the Administrator “shall, to the 
maximum extent consistent with the accomplishment 
of the purposes of this Title, utilize private channels of 
trade.” 

The major commodity affected by this decision is 
wheat, which prior to September 1, had been purchased 
by the Department of Agriculture for delivery to par- 
ticipating countries. As of July 1, 1948, flour sales were 
returned to private trade channels, and for several 
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months the sales of most coarse grains have been han- 
dled by U.S. suppliers. The new corn crop will also be 
handled by private U.S. exporters after December 1. 


Source: Economic Cooperation Administration, Press 
Release, Washington, D.C., September 1, 1948. 


Report on U.S. Stockpiling 


The Munitions Board stated in a Supplement to the 
Stockpiling Report to Congress, dated July 23, 1948, 
that existing U.S. stockpiles of critical and strategic 
materials were still badly out of balance, although they 
have been steadily showing improvement. Of the objec- 
tive of $3,403 million (gross delivered value), $597 
million, or 17.6 per cent, represented materials already 
delivered; 7.4 per cent was the value of materials in 
sight; and 75 per cent has yet to be purchased. 


The Board reported that it would pursue a more ag- 
gressive policy in the future in the procurement of ma- 
terials, particularly of the 67 items on the most strategic 
materials list. First, it will speed up the transfer of 
materials to the stockpile from other Government agen- 
cies. Second, the Department of Commerce has under- 
taken a program of voluntary allocation agreements 
with industry leaders. Third, the Board may, through 
long-term contracts, guarantee markets for the entire 
output of new development or expansion projects. 
Fourth, it is expected that ECA participating nations will 
undertake to facilitate the transfer to the United States 
of materials needed for stockpiling. Although the poli- 
cy of the Board has been to purchase materials at or 
below current market prices, the report noted that, to 
meet the needs for certain scarce commodities, it may 
be necessary to deviate somewhat from this policy. 

In line with these objectives, the Board announced, 
on August 26, a purchase program for the period from 
July 1 to October 1, 1948. This program covers 28 
major materials, including bauxite, chromite, copper, 
cordage fibers, industrial diamonds, lead, manganese 
ore, mica, nickel, natural rubber, shellac, tin, and zinc, 
which are to be delivered before June 30, 1949. 


Sources: The Munitions Board, A Non-Confidential 
Supplement to the Stockpiling Report, Wash- 
ington, D.C., July 23, 1948; National Mili- 
tary Establishment, Office of Public Informa- 
tion, Press Release, Washington, D.C., August 
26, 1948. 


U.S. Unfreezes Portuguese Assets 


U.S. Secretary of the Treasury Snyder announced on 
September 2, effective immediately, the unfreezing of 
Portuguese assets held in the United States. These 
assets are estimated at about $60 million. This action 
removes all controls over current transactions with 
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Portugal and unblocks the property of most residents 
of that country. 


Sources: U.S. Treasury Department, Press Release, 
Washington, D.C., September 2, 1948; The 
Wall Street Journal, New York, N.Y., Septem- 
ber 3, 1948. 


Canadian Employment and Payrolls 


Employment in Canada during August is estimated 
by the Department of Labor to have exceeded the record 
level of 5,008,000 reached on August 16, 1947. Unplaced 
applicants registered at National Employment Offices 
throughout Canada fell to 91,000 on August 19, 1948, 
compared with 110,000 in mid-July and 95,000 in mid- 
August 1947, 

Agriculture and construction continue to make the 
strongest demands for workers, although no severe labor 
shortages have developed during the present period of 
high seasonal activity. The agricultural labor force is 
more adequate than last year, largely because of the in- 
creasing number of immigrants. The construction in- 
dustry, however, has a definite shortage of skilled trades- 
men. While manufacturing employment has leveled off 
somewhat because of curtailed production of consumer 
durables, the removal of the special exchange-saving ex- 
cise taxes is expected to increase production and hiring 
in the coming months. Elsewhere in manufacturing, em- 
ployment is steady, with less labor turnover than in 
previous years. Less than normal labor turnover is also 
reported in mining. 

Average weekly earnings of workers in eight leading 
industries rose to $40.49 on July 1, a peak for the seven 
years covered by the payroll data of the Dominion Bu- 
reau of Statistics. The figure for June 1 was $40.02 
and that for July 1, 1947 was $36.15. 


Sources: Canada, Department of External Affairs, Air- 
mail Bulletin, Ottawa, Canada, September 2, 
1948; The Globe and Mail, Toronto, Canada, 
September 1 and 3, 1948. 


LATIN AMERICA 


Mexican President's Annual Message 
to Congress 


President Aleman of Mexico, in his speech to the 
Congress September 1, outlined a 23-point plan for the 
economic rehabilitation of the country. The principal 
features of the plan are the following: 

(1) The foreign exchange market will be allowed to 
find its own level but the Bank of Mexico will intervene 
to avoid wide fluctuations. As soon as the tendencies of 
the market can be assessed, a new parity will be agreed 
upon. 


(2) The Government will live strictly within its in- 
come both this year and next. No new public works 
will be undertaken that cannot be paid for out of taxes, 
and the internal debt will not be increased so long as 
present conditions prevail. The policy of simplifying 
the tax system will be continued. A new tax on luxury 
articles will be submitted to Congress. 

(3) The Bank of Mexico will endeavor to avoid any 
inadvisable expansion of credit. Strict control will be 
exercised over the banking system. National banks will 
be provided with working capital insofar as possible 
without resorting to new monetary issues. The banking 
law will be revised looking toward new sources of long- 
term credit. The Nacional Financiera, a government 
credit agency, will limit its operations to financing the 
more important industries. National savings will be 
encouraged. A policy of price ceilings will be adopted 
for essential consumer goods and a new department 
will be set up to coordinate and implement it. 

(4) Import restrictions will be revised in the case of 
some prohibited commodities, quotas being established 
and the import permits being subject to priority so as 
to reduce profits resulting from limited supply situa- 
tions. The Government will import essential commod- 
ities to offset domestic deficiencies in production. Ex- 
ports of essential consumer goods will be permitted only 
after domestic needs have been met. Exports have al- 
ready been made subject to a 14 per cent tax. Import 
tariffs will be revised to adjust for the effect of depre- 
ciation on the price of certain imports. 

(5) Industrialization will be directed to the trans- 
formation of domestic raw materials rather than to pro- 
duction that involves the importation of raw materials 
from abroad. Agricultural production will be supported 
through both national and private banks. 

Source: La Prensa, New York, N.Y., September 6, 1948. 


U.S.-Mexican Agreement on Subsidized 
Lard Imports 

In view of the considerable rise in prices of Mexican 
imports from the United States, resulting from the re- 
cent devaluation of the peso, the U.S. Department of 
Commerce has concluded an agreement with the Mexi- 
can Government permitting Mexico to distribute im- 
ported lard on a subsidized basis. Lard is the leading 
food commodity imported by Mexico. 

Under this agreement, Distribuidora, an agency of 
the Mexican Government, will import the entire third 
quarter quota of lard, and will sell it to private Mexican 
traders at a subsidized peso price, substantially lower 
than the traders would have to pay if they imported the 
lard themselves at the current exchange rate. Dis- 
tribuidora has agreed to purchase approximately 75 per 
cent of the Mexican lard quota from traditional U.S. 
lard exporters, while the balance of the quota will be 
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purchased from U.S. suppliers who are new to the lard 
market. 


Source: U.S. Department of Commerce, Press Release, 


Washington, D.C., August 26, 1948. 


Cuban Sugar 


With the termination of the 1948 sugar-grinding 
season, the Ministry of Agriculture of Cuba has an- 
nounced that the production of sugar, the country’s 
dominant industry, reached a new high of 6.67 million 
short tons, thus exceeding by more than 200,000 short 
tons the 1947 record crop. Figures available for the 
first five months of 1948 indicate that exports of sugar 
also are at record levels; raw sugar shipments in this 
period amounted to 3.05 million short tons, compared 
with 2.31 million in the corresponding months of 1947. 
In the entire year 1947, raw sugar exports totaled 6.15 
million short tons, the largest volume in Cuba’s history. 
Sources: Cuba Economica y Financiera, Havana, Cuba, 

July 1948; The Wall Street Journal, New 
York, N.Y., August 27, 1948. 


Law to Strengthen Brazilian Municipal Finances 


Law No. 305 of July 18, 1948 gives effect to the con- 
stitutional provision that the Brazilian Federal Govern- 
ment distribute 10 per cent of the revenue from income 
taxes to the municipalities (equivalent to counties in 
the United States). This is only one of the constitu- 
tional provisions that would give municipalities a 
greater share of tax revenues. The 1946 constitution 
further provides that half of the funds be used for 
rural improvements. The municipalities will report to 
the Congress and the Ministry of Finance on the use of 
the funds. Until now the Federal and State Governments 
have been receiving about 55 per cent and 37 per cent 
of total revenues, respectively, the 1,666 municipalities 
receiving only 8 per cent. Income tax revenues have 
become an increasingly important source of Federal rev- 
enues, rising from $18 million (12 per cent of total 
tax revenues) in 1939 to $210 million (33 per cent of 
total tax revenues) in 1947. 

Sources: Instituto Brasileira de Geografia e Estatistico, 
Boletim Estatistico, Rio de Janeiro, Brazil, 
October-December 1946; Bank of Brazil, An- 
nual Report, 1947, Rio de Janeiro, Brazil; 
U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., August 28, 
1948. 


Uruguay-Argentina Agreement 


Under an agreement that will be in force for one 
year, Uruguay and Argentina will finance all their trans- 
actions in Uruguayan and Argentine pesos. In 1947 
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Uruguay had a trade deficit of about 50 million pesos 
with Argentina. 


Source: La Prensa, New York, N.Y., August 27, 1948. 


Argentine Banking Situation 


According to Camoati, the most important feature in 
the Argentine banking situation is the expansionist 
credit policy that has been followed by the Central Bank 
since the banking reforms of 1946. In March 1946, 
when the banking reforms were introduced, total bank 
loans amounted to 3.7 billion pesos, of which 10 per 
cent comprised loans to the Government; by March 1947, 
they had risen to 6.6 billion pesos and by March 1948 
to 11.9 billion. On this latest date loans to the Gov- 
ernment accounted for more than 45 per cent of the 
total. 

The largest share of loans to the Government was 
granted to the Argentine Institute for the Promotion of 
Trade (1API) whose outstanding indebtedness at pres- 
ent exceeds 4 billion pesos. The assets of IAPI consist 
of stocks of merchandise for export and outstanding 
balances of credits extended abroad. 

Before the banking reforms, the Central Bank had 
tried to sterilize part of the increase in the money supply 
originating in export surpluses by selling its own obliga- 
tions to the commercial banks. In March 1946, com- 
mercial bank holdings of these obligations amounted 
to 1.2 billion pesos. Immediately after the reform these 
obligations were redeemed. Between March 1946 and 
April 1948, the money supply rose from 7.3 billion pesos 
to 12.5 billion pesos. 

Source: Camoati, Buenos Aires, Argentina, July 1948. 


Payment for Chilean Copper Manufactures 

The National Council of Foreign Trade in Chile has 
been authorized to grant licenses for the export of cop- 
per manufactures to countries paying in their own cur- 
rencies. It is believed that Italy, Spain, and Argentina 
will benefit from this authorization. 


Source: La Prensa, New York, N.Y., August 27, 1948. 


AUSTRALIA AND NEW ZEALAND 


Australian Gift to Britain 


The Commonwealth Government has decided to in- 
clude in the budget a proposal of a gift of £A 10 million 
to the Government of the United Kingdom. The Prime 
Minister stated that Britain had supported a number of 
European countries that had been critically short of 
sterling. Last year Australia had a favorable balance 
of payments and there was an increase in her London 
funds. The Australian Government felt that the gift 
would afford Britain a measure of timely assistance in 
the burden she was carrying. 


Source: The Times, London, England, August 31, 1948. 


Australasian Wool Production 


Wool production in Australia rose from 904 million 
pounds in 1946-47 to 936 million pounds in 1947-48, 
while output in New Zealand dropped from 350 million 
to 346 million pounds. The average value per pound of 
greasy scoured Australian wool rose by 60 per cent, to 
40 pence, and of similar New Zealand wool by 39 per 
cent, to 25 pence. 

Source: The Financial Times, London, England, Sep- 
tember 3, 1948. 


Appreciation of the New Zealand Pound 
The Leader of the Opposition in New Zealand has 
stated that the return of the New Zealand pound to 
parity with sterling (see this News Survey, Vol. I, No. 9, 
August 26, 1948, p. 72) should enable the country to 
achieve a lower price structure, but the process should 
have been gradual, since the abruptness of the change 
would cause violent changes in the nation’s economy. 
Further, a new budget should be issued since the appre- 
ciation would bring an annual reduction of £NZ0.8 
million in interest payable on the overseas debt. The 
Minister of Supply has expressed the Government’s de- 
termination to ensure that the benefits of appreciation 
on the prices of imported British goods were passed on 
to consumers as rapidly as possible in order to restrain 
demands for higher wages and other incomes. 
Source: The Financial Times, London, England, Au- 
gust 25, 1948. 


Corrigendum 


The item “Italian-Danish Payment Agreement,” pub- 
lished in this News Survey, Vol. I, No. 3, July 15, 1948, 
p. 19, is now revised as follows, as a result of more 
detailed information received recently: 

A payment agreement signed by Italy and Denmark 
on June 18 covers the exchange of goods valued at 120 
million kroner. Denmark will export, among other 
things, fish, horses, cattle, machinery, and butter, and 
Italy will export yarns, southern fruits, automobiles, and 
machinery. All commercial transactions will be carried 
out on a barter basis. 

Under the commercial and payment agreements signed 
by the two countries on March 2, 1946, it had been 
established that all payments referring to commercial 
as well as noncommercial transactions carried out after 
that date had to be settled through an account denom- 
inated in sterling. Payments covering transactions car- 
ried out prior to that date were to be treated as special 
cases. 

Under a protocol signed on May 23, 1947, the two 
countries had agreed that all commercial transactions 
from then on had to be carried out on a barter basis. 
The sterling account was to be utilized for payments for 
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transactions authorized prior to the signing of the pro- 
tocol, as well as for transactions authorized after that 
date and covering products not listed in the protocol. 
Payments covering invisibles due after the signing of 
the protocol were to be considered as special cases. 


The agreement signed on June 18, 1948 established 
that all commercial transactions are to be carried out 
on a barter basis, while the account denominated in 
sterling will be used for the settlement of all invisibles, 
provided their payment was due after April 1, 1946. For 
commercial transactions carried out before May 23, 1947 
and invisibles due prior to April 1, 1946, all payments 
still pending will be settled through a new account 
denominated in Danish kroner. 


The following rates of exchange will be applied: (a) 
the average of the daily lira-sterling rate during the 
preceding month, for 50 per cent of the payments to 
creditors or by debtors in Italy for transactions to be 
paid for through the account denominated in sterling, 
and the lira-sterling rate of the day preceding the day 
of payment, for the other 50 per cent; (b) the rate 
of 72.98 lire to 1 Danish krone (which is the official 
fixed rate in force in Italy since August 1, 1947) for 
payments to creditors or by debtors in Italy for trans- 
actions to be paid for through the account denominated 
in Danish kroner; (c) the rate of 19.34 kroner to £1, 


for all payments to creditors or by debtors in Denmark. 
As far as Italy is concerned, this means that old trans- 
actions will be carried out at the fixed rate of 1411.4 
lire to £1 (72.98 x 19.34) which is the official, fixed rate 
in force in Italy since August 1, 1947, while the lira- 
sterling fluctuating rate will be used for payments re- 
lated to new transactions. 


Source: National Institute for Foreign Trade, Informa 
zioni per il Commercio Estero, Rome, Italy, 


July 16, 1948. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations poms a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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